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Annual Report of President 
to Stockholders 

▼ 


In almost every respect the year 1931 brought more problems to our business than 
any on record, the most important being the continued and drastic decline in commodity 
prices and the assimilation of additional retail units and distributive facilities acquired 
through purchase. 

The retail prices of commodities handled by our stores declined approximately 17% 
during the year. However, by reason of improved control, both as to inventories and the 
movement of merchandise, our inventory losses were not as severe and net profits im¬ 
proved in comparison with 1930. Net profits for the year 1931 after income tax, provision 
for adequate depreciation and other charges, but before preferred dividends, were $5,415,- 
590.02, as compared with $3,749,901.40 for the previous year. After deduction of pre¬ 
ferred dividends, earnings for 1931 applicable to common stock equalled $6.34 per share 
upon 717,503 shares, the average amount outstanding during the year, as compared with 
$4.82 per share in 1930 on 634,820 shares of common stock, the average amount outstand¬ 
ing in that year. The dividends upon the average outstanding preferred stock were earned 
6.25 times in 1931. 

In addition to the declines in inventory values absorbed from time to time in current 
operations, there were other extraordinary and probably non-recurring losses, the most 
severe of which was the decline in Canadian exchange, which resulted in a shrinkage of 
18.25% of the net current assets of subsidiary companies in the Dominion at the close of 
the year. The Income Account reflects a net charge of $387,664.85 in this connection. If 
and when the rate of exchange between Canada and the United States becomes more 
favorable to Canada a corresponding credit to Income or Surplus will be made. 

Sales for the year, including those of acquired companies only from dates of acquisi¬ 
tion, were $246,783,998.56 as compared with $219,284,707.49 in 1930. The average num¬ 
ber of stores in operation during the past year was 3264, as compared with 2675 in 1930, 
an increase of 22%. It is obvious that there was a very substantial increase in tonnage 
handled during 1931, inasmuch as the dollar volume was substantially increased, while 
the unit price of the merchandise was substantially decreased. During 1931 it will be seen 
that the net profit per dollar of sales amounted to 2.19 cents. The net result of our opera¬ 
tions has been that the patrons of the company, during a period of acute economic dis¬ 
tress, have been served at a minimum of expense, and the stockholders of the company 
have realized in dividends a sum less than 2 cents upon each customer transaction. 


The growth of the business during the past year was brought about almost entirely 
by acquisitions. The following table shows the development of the business both as to 
sales and the average number of stores and markets in operation during each of the past 
six years, and also shows warehouses, bakeries and creameries in operation at the end of 
each year: 



Sales 

Grocery 

Stores 

Meat 
Markets 
Located in 

Ware¬ 

houses 

Bak¬ 

eries 

Cream 

eries 

1926 

$ 50,536,514 

673 

Grocery Stores 
120 

4 

3 


1927 

69,573,685 

840 

177 

6 

3 


1928 

103,303,598 

1191 

377 

15 

8 


1929 

213,496,254 

2340 

1110 

44 

15 

2 

1930 

219,284,707 

2675 

1489 

44 

17 

2 

1931 

246,783,998 

3264 

1854 

62 

21 

4 


The consolidated balance sheet of the company and subsidiaries as at December 31, 
1931, appearing elsewhere in this report, shows a total net worth of $44,964,345.21. The 
net current assets amount to $23,454,698.21 and the ratio of current assets to current 
liabilities is 4.24 to one. 


We insert below a schedule showing the capital and surplus of the company, the book 
value of the preferred and common stocks, and the earnings and dividends paid since the 
organization of the company. The number of shares outstanding at the end of each year 
is used in determining the book values, and the average number of shares outstanding 
during the year in computing the earnings. Effect is given in prior years to the five for 
one split-up made in October, 1928. 


1926 

Capital 
and Sur¬ 
plus 

$ 4,346,154 

Net Assets 
per share of 
Preferred 
Stock 
$148 

Book Value 
per share 
of Common 
Stock 
$ 6.20 

Dividends 
paid per 
share on 
Common 
Stock 

Net Earn¬ 
ings per 
share on 
Common 
Stock 

$4.89 

1927 

8,094,842 

190 

14.80 

$1.90 

5.80 

1928 

26,664,305 

307 

30.45 

2.30 

8.12 

1929 

37,843,911 

360 

42.44 

3.00 

9.02 

1930 

36,780,959 

355 

41.55 

5.00 

4.82 

1931 

44,964,345 

283 

36.34 

5.00 

6.34 


The decline in net assets per share of preferred stock, and in book value per share of 
common stock in 1931 is due principally to the acquisition of the assets and business of 
MacMarr Stores, Inc. It was thought prudent to reduce the book value of the fixed assets 
acquired to a conservative amount, and not to record any value for Good Will. Accord¬ 
ingly, a reserve of $4,000,000 was set up for this purpose, of which amount $2,537,388.98 
was appropriated or used at December 31, 1931. 

All fixed assets are carried upon the books at not more than original cost, less liberal 
charges for depreciation. In addition to adequate charges for maintenance and up-keep, 
depreciation charges for the year were $2,488,689.65, as compared with $2,052,139.75 in 
the previous year. As the result of this policy the depreciated book value of the fixtures 
and equipment of our average grocery store or grocery department in a combination store 
is $1,140, and the depreciated book value of an average meat market is $1,300. These 
figures are low in proportion to the condition, age and quality of equipment, size of stores 
and volume of business. 



The company is free from funded debt, and has only a small amount of preferred 
stock of a subsidiary and a nominal amount of mortgages, also of a subsidiary, out¬ 
standing. 

Senior securities of companies acquired by Safeway and predecessor companies since 
September 1, 1928, amounting in the aggregate to $13,930,355.00, were retired at or since 
acquisition, resulting in the maintenance of a simplified capital structure of the company. 

In conformity with the plans submitted to the stockholders at a special meeting held 
at Baltimore on August 26, 1931, the authorized capital stock of the company was 
increased by 66,952 shares of preferred stock which was classified by the board of direct¬ 
ors as 7% preferred stock. Also in conformity with the plan submitted and approved by 
the stockholders at that meeting, the company issued 164,602 shares of its common stock 
and 56,567 shares of its 7% preferred stock in exchange for all of the assets, subject to 
liabilities, of MacMarr Stores, Inc., a large chain grocery company opex-ating in several 
western States. 

The actual transfer of these assets was made on September 11, 1931, although ac¬ 
cording to the agreement of purchase, July 1, 1931, was taken as the date of transfer. An 
adequate reserve, before referred to and charged against Paid In Surplus, was established 
for the purpose of eliminating duplicated and obsolete facilities and making such inven¬ 
tory adjustments as were necessary to write down to current values the assets acquired 
from the MacMarr Company. 

We believe that the essential steps necessary for complete assimilation of these ac¬ 
quired units have been taken, and that the major personnel problems, which are always an 
important factor in so large an acquisition, have been successfully solved. 

In order to report future sales so that more accurate comparisons may be made, it 
will be the policy of the company, beginning with January, 1932, to report sales upon a 
four weeks’ basis, rather than by calendar months as heretofore. In this connection it 
may be noted that in the compilation of data which is submitted herewith, effect has been 
given to the closing of such Safeway and acquired units as are in process of being closed 
as a result of such acquisitions, and that in the published statement of sales in the future 
consideration will be given only to such units as it is proposed to continue in operation. 

Other than the efforts incidental to the acquisition of the MacMarr units your organ¬ 
ization, during 1931, devoted itself largely to more intensified merchandising, to the end 
that reasonable profits might be realized, and the public economically served. These ef¬ 
forts consisted of improved inventory controls, the attainment of a more rapid turnover 
of merchandise, and a general tightening up of expenditures. 

The physical properties of the company have been maintained in excellent condition; 
such improvements as were deemed essential were made from time to time, and a great 
deal of thought and preparation was given to the type of store on which we expect to 
concentrate in the immediate future. During the year we have continued our efforts in 
the training and development of our personnel and believe that substantial results have 
been obtained. Today the total number of employees of the company and its subsidiaries 
is in excess of 15,000, and we have these loyal associates to thank for the progress whish 
we are making toward our goal of “Distribution Without Waste”. 

M. B. SKAGGS, 

President. 


SAFEWAY STORES, INCORPORATED (A Maryland Corporation), AND SUBSIDIARIES 
Consolidated Balance Sheer as at December 31, 1931 


ASSETS 

Current Assets: 

Cash in Banks and on Hand. $ 6,588,003.09 

Accounts Receivable—Trade. 1,170,927.51 

Accounts and Notes Receivable—Sundry. 474,885.59 

Merchandise Inventories at lower of Cost or Market. 22,451,813.41 


Total Current Assets...... 30,685,629.60 

Prepaid Expenses and Charges. 561,475.40 

Investments and Advances... 475,682.97 

Treasury Stock—3,995 Shares 7% Cumulative Preferred Stock purchased 

for Sinking Fund.... 399,500.00 

Fixed Assets: 

Real Estate and Buildings.$ 10,984,188.15 

Store and Warehouse Fixtures, Equipment and Improvements. 18,220,426.11 

Automobiles and Trucks. 1,966,523.92 

31,171,138.18 

Less Reserve for Depreciation. 8,927,887.86 22,243,250.32 

Total ... $ 54,365,538.29 


LIABILITIES 


Current Liabilities: 

Notes Payable—Banks and Brokers. 1,430,000.00 

Accounts Payable.-.—.— 2,754,119.81 

Accrued Expenses.~.-.-. 965,495.33 

Dividends Payable. 1,255,237.50 

Reserve for Federal and Canadian Income Taxes. 826,078.75 


Total Current Liabilities.~. 

Mortgages on Real Estate and Buildings (Due 1933-34). 

Preferred Stock, S% Cumulative of Subsidiary Company. 

Reserve for Co-ordination of Warehouses, Stores and other Facilities and 

Inventories (balance unappropriated). 

Reserve for Inventory Adjustment. 

Deferred Income. 

Capital and Surplus: 

Preferred, 7% Cumulative Stock, Par Value $100.00 per share: 

Authorized 110,000 shares 

Outstanding 99,615 shares. 

Preferred, 6% Cumulative Stock, Par Value $100.00 per share: 

Authorized 60,000 shares 

Outstanding 59,150 shares.— 

Preferred Stock, Unclassified as to Series, Par Value $100 per share: 

Authorized and Unissued 40,000 shares 
Common Stock without Par Value and Paid-in Surplus 

Authorized 1,500,000 shares—Note 1 

Outstanding 800,350 shares—Note 2. 

Paid in Surplus.-. 

Earned Surplus.. 

Contingent Liabilities—None Reported 


9,961,500.00 

5,915,000.00 


9,795,648.13 

11,497,639.63 

7,794,557.45 


7,230,931.39 

73,600.00 

151,650.00 

1,462,611.02 

350,000.00 

132,400.67 


44,964,345.21 


Total..~. $ 54,365,538.29 

Notes (1) Reserved for warrants 26,078 shares ; reserved for issue to Bankers for services rendered 2,000 shares. 

(2) After deducting 19,634 shares held in Treasury, of which 19,400 shares are reserved for issue to Executives under 
options for 5Mi years at $60.00 per share. 

























































SAFEWAY STORES, INCORPORATED (A Maryland Corporation), AND SUBSIDIARIES 
Consolidated Profit and Loss Account for the Year Ended December 31, 1931 


Sales (Net)... 
Cost of Sales. 


$246,783,998.56 

196,318,809.19 


Cross Profit. 

Operating and Administration Expenses....$ 41,109,429.04 

Provision for Depreciation... . 2,488,689.65 

Net Operating Profit. 

Miscellaneous Income. 


50,465,189.37 

43,598,118.69 

6,867,070.68 

172,216.80 


Interest and Miscellaneous Charges 


7,039,287.48 

171,503.76 


6,867,783.72 

Adjustment of Net Current Assets of Canadian Subsidiaries to Exchange 

value of United States Dollars at December 31, 1931. 387,664.85 

Reserve for Inventory Adjustment. 350,000.00 

Provision for Federal and Canadian Income Tax. 714,528.85 1,452,193.70 

Net Income .. $ 5,415,590.02 


Earned Surplus Account for the Year Ended December 31, 1931 


Balance as at December 31, 1930... $ 7,090,204.63 

Deduct Additional provision for Depreciation and Obsolescence of Store 

Fixtures and Equipment not in use at December 31, 1930. 250,000.00 


Adjusted Balance as at December 31, 1930. 6,840,204.63 

Add Net Income for year ended December 31, 1931. 5,415,590.02 


Deduct: 

Dividends on Preferred Stocks.$ 866,621.00 

Dividends on Common Stock. 3,584,968.50 


12,255,794.65 


4,451,589.50 

Premium on Preferred Stock purchased for Retirement. 17,218.05 

4,468,807.55 

Less Scrip issued for Stock Dividends in Prior Years now expired.... 7,570.35 4,461,237.20 

Balance as at December 31, 1931. 7,794,557.45 


Paid-in Surplus Account for the Year Ended December 31, 1931 


Balance as at December 31, 1930... 

Add Excess of Book Value of Net Assets Acquired over Stated Value of 

Shares Issued therefore.$ 5,646,865.77 

Less Reserve for Co-ordination of Warehouses, Stores and other 

facilities and Inventories. 4,000,000.00 

Deduct Expenses and Charges in Connection with Acquisitions. 

Balance as at December 31, 1931. 


$ 10,082,334.52 


1,646,865.77 

11,729,200.29 

231,560.66 

$ 11,497,639^63 


To the Board of Directors of 

Safeway Stores, Incorporated: 

, , t ave « x “ 1 , i P* d r the •counts of Safeway Stores. Incorporated (a Maryland Corporation) and subsidiaries for the year 

ended December 31, 1931. In our opinion, based on our examination and information furnished to us, the accompanying Balance 
Sheet and relative Profit and Loss, Earned Surplus and Paid-in Surplus Accounts set forth the financial condition of the <$,m! 
panies as at December 31, 1931 and tne result of the operations for the year. vxim 

San Francisco, California PEAT ' MARWICK ' MITCHELL & CO. 

March 5. 1932 















































SAFEWAY STORES, INCORPORATED 

(Maryland Corporation) 


▼ 

Executive Officers 

M. B. SKAGGS, President ..... Oakland, Calif. 
L. S. SKAGGS, Vice-President . Salt Lake City, Utah 

EDWARD G. YONKER, Vice-President . . Washington, D. C. 

W. R. GRISWOLD, Secretary and Treasurer . . Oakland, Calif. 


Directors 

M. B. SKAGGS L. S. SKAGGS 

W. R. GRISWOLD H. S. TUCKER (Salt Lake City) 

CHARLES E. MERRILL (New York) 


Executive Offices 


Gazette Building.Reno, Nevada 


Transfer Agent 

The Chase National Bank of the City of New York . New York, N. Y. 


Registrar 

City Bank Farmers Trust Company . . . New York, N. Y. 


Auditors 


Peat, Marwick, Mitchell & Co. 


